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(3) Obtain a written statement from
the administrator of a government pro-
gram under which the family receives
benefits and which examines each year
the annual income of the family. The
statement must indicate the tenant’s
family size and state the amount of the
family’s annual income; or alter-
natively, the statement must indicate
the current dollar limit for very low-
or low-income families for the family
size of the tenant and state that the
tenant’s annual income does not exceed
this limit.

Subpart E—Eligible and Prohibited
Activities

§93.200 Eligible activities: General.

(a)(1) HTF funds may be used for the
production, preservation, and rehabili-
tation of affordable rental housing and
affordable housing for first-time home-
buyers through the acquisition (includ-
ing assistance to homebuyers), new
construction, reconstruction, or reha-
bilitation of nonluxury housing with
suitable amenities, including real prop-
erty acquisition, site improvements,
conversion, demolition, and other ex-
penses, including financing costs, relo-
cation expenses of any displaced per-
sons, families, businesses, or organiza-
tions; for operating costs of HTF-as-
sisted rental housing; and for reason-
able administrative and planning costs.
Not more than one third of each annual
grant may be used for operating cost
assistance and operating cost assist-
ance reserves. Operating cost assist-
ance and operating cost assistance re-
serves may be provided only to rental
housing acquired, rehabilitated, recon-
structed, or newly constructed with
HTF funds. Not more than 10 percent of
the annual grant shall be used for
housing for homeownership. HTF-as-
sisted housing must be permanent
housing. The specific eligible costs for
these activities are found in §§93.201
and 93.202. The activities and costs are
eligible only if the housing meets the
property standards in §93.301, as appli-
cable, upon project completion.

(2) Acquisition of vacant land or dem-
olition must be undertaken only with
respect to a particular housing project
intended to provide affordable housing
within the time frames established in

24 CFR Subtitle A (4-1-16 Edition)

the definition of ‘‘commitment” in
§93.2.

(3) HTF funds may be used to pur-
chase and/or rehabilitate a manufac-
tured housing unit, and purchase the
land upon which a manufactured hous-
ing unit is located. The manufactured
housing unit must, at the time of
project completion, be connected to
permanent utility hook-ups and be lo-
cated on land that is owned by the
manufactured housing unit owner or
land for which the manufactured hous-
ing owner has a lease for a period at
least equal to the applicable period of
affordability.

(b) Forms of assistance to projects. A
grantee may provide HTF funds as eq-
uity investments, interest-bearing
loans or advances, non-interest-bearing
loans or advances, interest subsidies
consistent with the purposes of this
part, deferred payment loans, grants,
or other forms of assistance that HUD
determines to be consistent with the
purposes of this part. Each grantee has
the right to establish the terms of as-
sistance, subject to the requirements of
this part.

(¢) Multi-unit projects. (1) HTF funds
may be used to assist in the develop-
ment of one or more housing units in a
multi-unit project. Only the actual
HTF eligible development costs of the
assisted units may be charged to the
HTF program. If the assisted and non-
assisted units are not comparable, the
actual costs may be determined based
on a method of cost allocation. If the
assisted and non-assisted units are
comparable in terms of size, features,
and number of bedrooms, the actual
cost of the HTF-assisted units can be
determined by prorating the total
HTF-eligible development costs of the
project so that the proportion of the
total development costs charged to the
HTF program does not exceed the pro-
portion of the HTF-assisted units in
the project.

(2) After project completion, the
number of units designated as HTF-as-
sisted may be reduced only in accord-
ance with §93.203, except that in a
project consisting of all HTF-assisted
units, one unit may be converted to an
onsite manager’s unit if the grantee de-
termines the conversion is reasonable
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and that, based on one fewer HTF-as-
sisted unit, the costs charged to the
HTF program do not exceed the actual
costs of the HTF-assisted units and do
not exceed the subsidy limit estab-
lished pursuant to §93.300(a).

(d) Terminated projects. An HTF-as-
sisted project that is terminated before
completion, either voluntarily or oth-
erwise, constitutes an ineligible activ-
ity and the grantee must repay any
HTF funds invested in the project to
its HTF account from which the funds
were drawn (i.e., local or Treasury ac-
count), in accordance with §93.403(b). A
project that does not meet the require-
ments for affordable housing must be
terminated and the grantee must repay
the HTF funds to the grantee’s HTF ac-
count.

§93.201 Eligible project costs.

HTF funds may be used to pay the
following eligible costs:

(a) Development hard costs. The actual
cost of constructing or rehabilitating
housing. These costs include the fol-
lowing:

(1) For new construction projects,
costs to meet the new construction
standards of the grantee in §93.301;

(2) For rehabilitation, costs to meet
the property standards for rehabilita-
tion projects in §93.301(b);

(3) For both new construction and re-
habilitation projects, costs:

(i) To demolish existing structures;

(ii) To make utility connections in-
cluding off-site connections from the
property line to the adjacent street;
and

(iii) To make improvements to the
project site that are in keeping with
improvements of surrounding, standard
projects. Site improvements may in-
clude onsite roads and sewer and water
lines necessary to the development of
the project. The project site is the
property, owned by the project owner,
upon which the project is located.

(4) For both new construction and re-
habilitation of multifamily rental
housing projects, costs to construct or
rehabilitate laundry and community
facilities that are located within the
same building as the housing and
which are for the use of the project
residents and their guests.

§93.201

(5) Costs to make utility connections
or to make improvements to the
project site, in accordance with the
provisions of paragraphs (a)(3)(ii) and
(iii) of this section are also eligible in
connection with the acquisition of
standard housing.

(b) Refinancing costs. (1) The cost to
refinance existing debt secured by rent-
al housing units that are being reha-
bilitated with HTF funds, but only if
the refinancing is necessary to reduce
the overall housing costs and to make
the housing more affordable and pro-
portional to the number of HTF-as-
sisted units in the rental project. The
proportional rehabilitation cost must
be greater than the proportional
amount of debt that is refinanced.

(2) The grantee must establish refi-
nancing guidelines and state them in
its consolidated plan described in 24
CFR part 91. The guidelines shall de-
scribe the conditions under which the
grantee will refinance existing debt. At
minimum, the guidelines must dem-
onstrate that rehabilitation is the pri-
mary eligible activity and ensure that
this requirement is met by establishing
a minimum level of rehabilitation per
unit or a required ratio between reha-
bilitation and refinancing.

(c) Acquisition costs. Costs of acquir-
ing improved or unimproved real prop-
erty, including acquisition by home-
buyers.

(d) Related soft costs. Other reasonable
and necessary costs incurred by the
owner or grantee and associated with
the financing, or development (or both)
of new construction, rehabilitation or
acquisition of housing assisted with
HTF funds. These costs include, but are
not limited to:

(1) Architectural, engineering, or re-
lated professional services required to
prepare plans, drawings, specifications,
or work write-ups. The costs may be
paid if they were incurred not more
than 24 months before the date that
HTF funds are committed to the
project and the grantee expressly per-
mits HTF funds to be used to pay the
costs in the written agreement com-
mitting the funds.

(2) Costs to process and settle the fi-
nancing for a project, such as private
lender origination fees, credit reports,
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